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REGISTERED MAIL 

Gospel Outreach 
Winnipeg MB R3J2C8 



Attention: Mr. Harold Reeve BN: 118942598 

File #: 0449363 

January 7, 2013 

Subject Revocation of Registration 

Gospel Outreach 

Dear Sir 

The purpose of this tetter is to inform you that a notice revoking the registration of 
Gospel Outreach (the Organization) was published in the Canada Gazette on 
January $, 2013. Effective on that date, the Organisation ceased to be a registered 
charily. 

Consequences of Revocation: 

a) The Organization is no longer exempt from Part I Tax as a registered chanty 
and is no longer permitted to Issue official donation receipts. This means 
that gifts made to the Organization are no longer allowable as tax credits to 
individual donors or as allowable deductions to corporate donors under 
subsection 116.1(3), or paragraph 110.1(1){a), of the Income Tax Act, 
respectively. 

b) By virtue of section 188 of the Act, the Organization will be required to pay a 
tax within one year from the date of the Notice of Intention to Revoke. This 
revocation tax is calculated on prescribed formT-2046, Tax Return Where 
Registration or a Ch&rityis Revoked (the Return). The Return must be filed, 
and the tax paid, on or before the day that is one year from tne date of the 
Notice of intention to Revoke. A copy of the Return is enclosed . The related 
Guide RC-4424, Completing the Tax Return Where Registration of a Chanty 
is Revoked, is available on our website at www. cra-a re, g c .ca/E/pu b/tg/rc4424 . 

Section 1 88(2) of the Act stipulates ttiat a person (other than a qualified 
donee) who receives an amount from ttie Organization is jointly and severally 
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c) The Organ ization no longer qualifies as a charity for purposes of 

subsection 1 23(1) of the Excise Tax Act (ETA). As a result, the Organization 
may be subject to obligations and entitlements under the ETA that apply to 
organizations other than charities. If you have any questions about your 
GST/HST obligations and entitlements, please call GST/HST Rulings at 
1-S8S-83Q-7747 (Quebec) or 1 -800-959-3287 (rest of Canada). 

In accordance with Income Tax Regulation 5800, the Organization is required to 
retain its books and records, including duplicate official donation receipts, for a minimum 
of two years after the Organization's effective date of revocation. 

Finally, we wish to advise that subsection 150(1) of the Act requires that every 
corporation (other than a corporation that was a registered charity throughout the year) 
file a Return of Income with the Minister of National Revenue (the Minister) in the 
prescribed form, containing prescribed information, for each taxation year The Return 
of Income must be filed without notice or demand. 

If you have any questions or require further information or clarification, please do 
not hesitate to contact me at the numbers indicated below. 



Yours sincerely, 




Dante Huppe-Cranford 
Director 

Compliance Division 
Charities Directorate 
Telephone: 61 3-957-8682 
Toll free: 1 -800-267-2384 



Enclosures 



- Copy of the Return (form T-2046) 

- Canada Gazette publication 
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Winnipeg MB R3J 203 

BN: 1 1 8942S98RROO0 1 

Attention: Mr Harold Re eve ' Ffte#:0449363 

Subject: Notice of Intention to Revo k* 

Gospel Outreach 

Deaf Mr, Reeve: 

- 

vou J^J^l^'J ° Ur lelt#r dated Ma * 2012 < CQ PV ericfosed), in which 
XSiJSh ^ to ^mrt ^presentations as to why the regist ration of Gospel 

S l?K?'? n) Sh0U ' d n0t te r6v0ked in accordance with 
subsection 168(1) of the /rtcoroe Tax Act. 

M*» 9^o V u nOW revjewed and considered your written response dated 
Jw^LS! ?' ^thstanding your reply, our concerns with respect to the 

3 ^ on l bfinefit to of the Or^ni^tion failure to 

maintain adequate books and records, issuing receipts not in accordance with the Act 

oeen afieviaied. The basis for our concerns js expiahed befow. 
Providing a Personal Benefit to Members of the Organization 

fa 

In order to satisfy the definitton of a "charftab Is organization* under 

H 9 ' f ,c1 L of we ** *• <w* ««*S5SfalS5i a * rot 

■ 

Per our previous letter, the Organization provided personal benefits to a director 

?ecr^^ mt T ° f thiS difeCt0r ' We h3Ve ^ ve « ^Organization's * **** 
SEE ^ £ U ? ave stated W 1 I th6 din **» m queB8on] have done 

tot&?JZ£ ■55'?* * ^ and * hat «* tOigani Jionr to pay 

forthe ^enses as I deemed them to be part of the service of the. [Organization] - 
These statements do not directly address our concerns that ihe Organisation provided 

S tiS ?h^L If. ^ e act, , v,ties For r ^son f there are grounds for revocation 
of the charitable status of Gospel Outreach under paragraph 168(1)(b) of the Act. <• 
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Faiiure to Maintain Adequate Books and Records 

Our audit also found the Organization's books and records to be inadequate to 
support the expenditures appearing personal in nature. We acknowledge your 
representations that the Organization believed it was complying with all requests from 
the previous audit; however, the representations do not address our findings or further 
substantiate that the gift cards and other expenses appearing personal in nature were in 
fact used in charitabie programs carried on by the Organization. White lists of gift cards 
were maintained, the Organization has been unable to explain or further justify how 
certain persons deemed to be poor qualified for the gift cards that they received. 

Issuing Receipts not in Accordance with the Act 

Pursuant to subsection 1 1 8. 1 (2) of the Act, a registered charity can issue tax 
receipts for income tax purposes for donations that legally qualify as gifts. The Act 
requires the registered charity to ensure the information on its official donation receipts 
is accurate. The requirements for the content of the receipts are listed in Regulation 
3501 of the Act These requirements are further explained in Interpretation Bulletin 
1T-1 1 0R3, Gifts and Official Donation Receipts, 

In your letter you acknowledged using RP0001 on the official donation receipts 
rather than RRQ001 in error. Hie other missing information on the receipts, was 
discussed in your letter and while the omissions may seem to be trite in your case, the 
receipts must be uniformly correct and consistent for all charities. It is the Canada 
Revenue Agency's (CRA) position that the Organization did not adhere to Regulation 
3501. 

Concerns 

Our position remains unchanged with regard to the remaining areas, of 
non-compliance identified in our May 15, 2012, letter. No further information has been 
provided by the Organization and the representations submitted do not alter our 
findings. It is our position the Organization gifted to non-qualified donees and failed to 
meet its annual disbursement quota. For each of these reasons, and for each of these 
reasons alone, it is the position of the CRA that the Organization's registration should 
be revoked. 

Conclusion: 

The Canada Revenue Agency's (CRA) audit has reveaied that the Organization 
is not complying with the requirements set out in the Act. In particular, tt was found that 
the Organization provided a personal benefit to members of the Organization, gifted 
resources to individuals who were not qualified donees, failed to meet the disbursement 
quota, failed to maintain proper books and records, and issued receipts for donations 
otherwise than in accordance with the Act. For all of these reasons, and for each reason 
alone, it is the position of the CRA that the Organization no longer meets the 
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requirements necessary for charitable registration and should be revoked in the manner 
described in subsection 1 68(1 } of the Act 

m C ^ sec ' uent| y. for each of the reasons mentioned in our letter dated 

iTvi' , ' ' Wlsh t0 advise you that > P"reuant to subsections 168(1) and 149 1(2) of 

the Act, I propose to revoke the registration of the Organization. By virtue of 

w n I (2) Act ' revoca * ion wiii be effective on the date of publication of the 
following notice in the Canada Gazette: 

i i^ i ^!^y0^^^^tiDpaiag^3h& 16Q(1)(b), 168(1 )(d) and 
imim, and paragraph 149.1 (2)(b) of the Income Tax Act that! 
propose to revoke the registration of the organization listed below and that 
the revocation of registration is effective on the date of publication of this 
notice. 

Business Number Name 

118942598RR0001 Gospel Outreach 

Winnipeg MB 

Should you wish to object to this notice of intention to revoke the Organization's 

OhiS n % ^l* T W * h SUb55Cti0n 168(4> of the A <* * ^en NolicfSf 
wS dSr^ the reasons for objection and all relevant facts, must be filed 

St y s tter was mailed - The Notice of ° biectiGn shou,d be 



Tax and Charities Appeals Directorate 
Appeals Branch 

Canada Revenue Agency 
250 Albert Street 
Ottawa ON K1A 0L5 

Gazett* SIS* J*? rev f ati ° n " otice ' described above, will be published in the Canada 
Gazette after the expiration of 30 days from the date this letter was mailed The 
Organization s registration will be revoked on the date of publication, unless the CRA 

under paragraph 168(2)(b) of the Act extending that period. 

Please note that the Organization must obtain a stay to suspend the revocation 
process, notwrthstanding the fact that it may have filed a Notice of Objection. 

Consequ ences of Revocation 

As of the effective date of revocation: 

a) the Organization will no longer be exempt from Part I Tax as a registered 
chanty and Will no longer be permitted to issue official donation 
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receipts. This means that gifts made to the Organization would not be 
allowable as tax credits to individual donors or as allowable deductions to 
corporate donors under subsection 118.1(3), or paragraph 110.1(1)(a) f of 
the Act, respectively; 

b) by virtue of section 188 of the Act, the Organization will be requi red to pay a 
tax within one year from the date of the Notice of Intention to Revoke This 
revocation tax is calculated on prescribed form T-2046, Tax Return Where 
Registration of a Charity is Revoked (the Return). The Return must be filed, 
and the tax paid, on or before the day that is one year from the date of the * 
Notice of Intention to Revoke. A copy of the relevant provisions of the Act 
concerning revocation of registration, the tax applicable to revoked charities, 
and appeals against revocation, can be found in Appendix "A", attached. 
Form T-2046 and the related Guide RC-4424, Completing the Tax Return 
Where Registration of a Charity is Revoked, are available on our website at 
www.cra-arc.ac.ca/charities : 

c) the Organization will no longer qualify as a charity for purposes of 
subsection 123(1) of the Excise Tax Act (ETA). As a result, the Organization 
may be subject to obligations and entitlements under the ETA that apply to 
organizations other than charities. If you have any questions about your 
GST/HST obligations and entitlements, please call GST/HST Ruiinqs at 
1-800-959-8287. 

Finally, I wish to advise that subsection 150(1) of the Act requires mat every 
corporation (other than a corporation that was a registered charity throughout the year) 
file a Return of Income with the Minister in the prescribed form, containing prescribed 
information, for each taxation year. The Return of income must be filed without notice or 
demand. 



Ydfirs sincerely, 




athy Hawara 
Director General 
harities Directorate 



Attachments; 

-CRA fetter dated May 15, 2012; 

- Organization's response dated May 24, 2012; and 

-Appendix "A", Relevant provisions of the Act 
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AGENCY OU CANADA 



REGISTERED MAN 

GOSPEL PUTT 

WINNIPEG, MB R3J2C8 
Attention: Mr, Harold 




BN: 11894 259BRR000f 
File #: 0449383 



May 15, 2012 ■ 

Subject: Audit of Gospel Outreach 

Dear Mr, Reewe: 

This letter is further to the charity audit of the books and records of Gospef Outreach 
(the Denization) conducted by the. Canada Revenue Agency (the CRA). The audit 
related to the operations of the Organization for the period from January 1 2009 to 

December 31 , 2009, J 1 

- 

Trie CRA has identified specific areas of non-com pfi an ce with the provisions of the 
Income; Tax Act arid/or its Regulations in the foflowing areas: 



AR 


EAS OF NON-COMPLIANCE; 


1 

\ 1 '_ 


Issue 


Reference 


providing a Personal Benefit to Members of the Organization 


149.1(2), 
1 68(1 )(b > 


2. 


Gifting to Non-Qualified Donees 


148.1(1). 
168(1) 


3. 


Failure to Maintain Adequate Books and Records 


iee(1)(e), 
230(2) 




Failure to Meet the Disbursement Quota 


148.1(2)0), 
168(1){b> 


5. 


Issuing Receipts Not in Accordance with the Act 


Regs. 3500 
and 350 ' ■ 



The ourpose of this letter is to describe the areas of non-oompi lance identified by the 
. dL,nr '9 Ihe COur se of the audit as they relate to the legislative and common law 
requirements applicable to registered charities, and *o provide the Organization with the 
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opportunity to make additional representations or present additional information. 
Registered charities must comply with the law, failing which the Organization's 
registered status may be revoked in the manner described in section 1 68 of the Act 

The balance of this letter describes the identified areas of non-compliance in further 
detail. 

identified Areas of Non-Compliance: 

1. Providing a Personal Benefit to Members of the Organization 

The Organization is registered as a charitable organization. In order for an organization 
to be recognized as a charity, it must be constituted exclusively for charitable purposes, 
and devote its resources to charitable activities in furtherance thereof. 1 In the Supreme 
Court decision of Vancouver Society of Immigrant and Visible Minority Women v. 
MMR. {1999] 1 S.C.R. 10, lacobucci J. speaking for the majority, summarized the 
requirements for charitable registration at paragraph 159, as follows: 

"in conclusion, on the basis of the Canadian jurisprudence, the 
requirements for registration under $. 248(1) come down to two: 

(1) the purposes of the organization must be charitable, and must define 
the scope of the activities engaged in by the organization; and 

(2) all of the organization's resources must be devoted to th&se activities." 

Additionally, in order to satisfy the "definition of a "charitable organization" under 
subsection 149.1(1) of the Act, the charity must ensure its resources are not made 
available for the personal benefit of any proprietor, member, shareholder, trustee, etc 
that is not a charitable organization. 

As per the 1 975 bylaws, the objects of the Organization were: 

A. "Distribution of Gospel Literature: This is a free distribution of gospel 
literature to parties interested in knowing God's Way of Salvation as 
given in our 'Holy Bible'. This is sent usually by mail and without any 
obligation whatsoever. The sole purpose of the Gospel Outreach is to 
bring glory to the name of our Lord Jesus Christ by telling others of this 
Salvation. 



B. "Exhibitions: The Gospel Outreach will display gospel themes at 
various fairs and exhibitions. The purpose of going to fairs is to show 
to people God's Way of Salvation. Contacts are made without an 
obligation attached. 



1 Vancouver Society of Immigrant & Visible Minority Women v. Minister of National iRev&nus [1999] 1SCR 10 at oaae 110 
(paragraph 152, 154, 156) 1 ' K y 
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C. "Special Gospel Meetings: Special Gospel Meetings are held in 
schools or other buiidings in Winnipeg and outlying districts for adults 
and children. Money is never collected at these meetings. The 
purpose for such meetings is telling people about God's Way of 
Salvation." 

in 1984, the objects were amended. The following objects were added to be used in 
conjunction with the original objects: 

D. "To provide a contact point for individuals involved in socially 
unacceptable behavior. 

E. To set up facilities which provide a social, spiritual and family context 
to equip the individuals in (D) to re-enter society. 51 

It is our view, according to the information on file, that the Organization does not 
operate for purely charitable purposes and does not devote itself to exclusively 
charitable activities in pursuit of those purposes. In fact, the evidence on the file as 
outlined below, demonstrates that the Organization's funds were made available for the 
personal benefit of a director and family members of this director and we have been 
unable to identify the charity or public benefit to each of the expenditures listed below. 

The audit showed that in 2009, the Organization expensed numerous personal items for 
one director totaling $51,211.16, including the following items: 

- Two separate vacations to Punta Cana, Mexico totaling $3,471.81 were 
incurred by the director. The dates of the vacations were January 19-26, 
2010 and January 25-February 2, 2009. While one trip took place in 2010 it 
was paid for and expensed in 2009. 

- A ski trip to Big Sky/Moonlight Basin, Montana during the period of 
February 13-22, 2009, The receipts show this was a trip for four people in 1 
one room leading to the supposition this was a family trip. The total expensed 
portion of the trip was $4,403,63-. 

- A fakefront property, including a cabin, located at Traverse Bay, Manitoba is 
registered to the family members of a director, namely his spouse and 
children. This is a personal fakefront property surrounded on three sides by 
other personal properties. There were numerous expenses relating to this 
property paid for by the Organization, including insect foggers, fans, grass 
seed, sprinklers, a generator, and hot tub equipment. The totai of the 
home/yard purchases for this property in 2009 was $4,493.12. 

- Property taxes for the Traverse Bay property in the amount of $2,504.85 in 
2009. 

- Fuel for a boat owned by the Organization totaling $1,215.08 in 2009. 

- Purchase of groceries. Grocery receipts that appeared to be for large 
numbers of people (i.e. 2 dozen buns with a similar amount of lunch meat) 
were deemed permissible. Many of the grocery bills appeared to be groceries 



for a single family {i.e. one package of ribs, a shampoo, etc). Without proper 
documentation, we considered those to be personaf. Total of the groceries 
unsupported and considered to be personal was $1,699.24. 
- A 2004 Honda Pilot was purchased for $19,072.20 on October 1, 2009 with 
funds from the Organization's bank account, Records show the Organization 
also has ownership of a 2000 GMC Yukon and a 1994 GMC Safari (although 
this appears to have been replaced by a 2006 Pontiac Montana). No mileage 
logs were seen to support the use of any of the vehicles for charitable 
purposes. The audit revealed that the Organization spent approximately 
$4,760 on fuel in 2009. Using statistics from the Natural Resources Canada 
website, the average price of fuel in Winnipeg in 2009 was $0,937 per litre. 
The fuel economy of the vehicles is 14.7 Irtres per 100 km (this is a non- 
weighted average). Based on these averages, the calculated distance 
expensed as charitable activity by the Organization was approximately 34,000 
km in 2009. Of note here is that most of the Organization's work takes place 
in Winnipeg's inner city. Based on these projections, there wouid appear to be 
a large amount of personal benefit to the director and/or family. Also 
pertinent is the fact that the individual appointed to do ministry work with the 
inner city youth has been provided bus passes by the Organization. The 
following chart: shows the vehicles that are registered to the Organization: 



Year j Description 


Driver 


2004 


17.5' Baylwier 
powerboat 


Not ascertainable. 


2005 


Karavan utility 
trailer 


(boat trailer) 


2000 


GMC Yukon XL 
1500 


Director, as per service records 
and fuel receipts. 


2006 


Pontiac Montana 
SV6 EXT 


Director's spouse arid child's 
names each appeared on one fuel 
purchase for the van; the rhbdel of 
the van was not provided. 
Otherwise not ascertainable. 


1994 


GMC Safari SLX 


Director's family member was 
named on one of the service 
records; otherwise not 
ascertainable. 


2004 


Honda Pilot EX-L 


Not ascertainable. 



The Organization expensed $3,497 for respite workers for a period of 12 days 
in July 2009, an unknown number of days in August, and 15 days in 
September. No records were on file to justify this as a charitable expense in 
keeping with the Organization's objects and activities. 
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Three other individuals received personal benefits of lesser materiality including 
$156.69 for a kitchen table; $368.90 for a flight to Vancouver; and $214.11 in auto 
repairs. 

In addition, a family member of the director received a personal benefit pertaining to the 
use of the GMG Yukon. He appears to have been the primary driver of the vehicle, 
based on gasoline receipts and repair invoices. The gas receipts for the Yukon totaled 
■$1,436.62, and the repair receipts for the Yukon totaled $4,656.27. A mileage log was 
not seen for the usage of this vehicle. 

it is our position by pursuing this non-charitable purpose, and by operating for the 
private gain of its member, the Organization has failed to demonstrate it meets the test 
for continued registration as a charitable organization under subsection 149.1(1) of the 
Act "operated exclusively for charitable purposes" or a& a charitable organization that 
"no part of the income of which is payable to, or is otherwise available for, the personal 
benefit of any proprietor, member, shareholder, trustee or settlor thereof . 

2. Gifting to Non-Qualified Donees 

The Act states that a registered charity may only use its resources (funds, volunteers, 
employees and/or property) in two ways when operating both inside or outside Canada. 
A registered charity may only use resources on activities where it maintains direction 
and control and on activities for which it can be held fully accountable. Another option is 
to provide resources to qualified donees, a term that is defined in the Act at section 
149.1(1). 

A qualified donee is defined in paragraph 1 10.1(1)(a) and the definitions "total charitable 
gifts" and "total crown gifts" in subsection 1 1 8. 1 (1 ). Qualified donees are as follows: 

- A registered charity; 

-An RNASO (Registered Arts Service Organization) [(since under 149.1(6.4) It 
should be treated as a registered charity and classified as a charitable 
organization] 

- An RCAAA (Registered Amateur Athletic Association); 

- Certain housing corporations; 

- A municipality in Canada; 

- The United Nations or one of its agencies; 

- A university outside Canada found in Schedule VH of the ITA; 

- A charitable organization outside Canada to which Her Majesty in the right of 
Canada or a province has donated (found in IC 84-3R5, "Gifts to Certain 
Charitable Organizations Outside Canada"); 

- Her Majesty in the right of Canada. 

The Organization indicated that it gives grocery gift cards as part of its inner city ministry 
work to help those who are needy. Records on file did not show any assessment * 
process for dispersing the gift cards. The audit revealed that the Organization issued 
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Safeway (grocery) gift cards to 46 persons, families, and/or groups in 2009, totaling 
$18,400 (a $400 gift card was purchased independently of the rest and lacked al! 
supporting documentation; It has been included in the total figure for the personal 
benefit to the director). Of the 46 persons named, 34 were not shown to be needy, and 
of those, seven were a director's relatives, four were a director's close friends, and six 
had business and/or personal relationships with a director. Our review of the persons 
receiving the gift cards revealed the persons earned income in excess of an amount 
that would qualify the persons needy. Over 30% of the gift card recipients earned 
between $60,000 - $1 50, 000/year which would not, in our opinion, quality these persons 
as poor without further assessments to determine if the persons lacked essential 
amenities such as food. As per Charity Summary Policy CSP-P03 Poverty "To relieve 
poverty in the charitable sense means to bring relief of the poor. The poor are not 
simply the destitute, but anyone lacking essential amenities available to the general 
population." There were 18 individuals for whom insufficient data was available to 
determine whether or not they were needy. 

Furthermore, the Organization gave $3,000 to an individual who was required to 
fundraise in order to attend a religious conference. Neither the individual nor the 
religious group were qualified donees. 

Based on the findings detailed above and the information on fife, it is our view that the 
Organization appears to be in contravention with the Act as it gifted its resources to 
individuals who were not qualified donees. 

3. Failure to Maintain Adequate Books and Records 

Pursuant to paragraph 230(2)(a), every registered charity shall keep records and books 
of account at an address in Canada recorded with the Minister containing information in 
such form as will enable the Minister to determine whether there are grounds for 
revocation of its registration under this Act. In addition to retaining; copies of donation 
receipts as explicitly required by subsection 230(2), subsection 230(4) provides that: 

"every person required by this section to keep books of account shall retain; 

(a) the records and books of account referred to in this section in 
respect of which a period is prescribed, together with every 
account and voucher necessary to verify the information contained 
herein, for such period as prescribed; and 

(b) all other records and books of account referred to in this section, 
together with every account and voucher necessary to verify the 
information contained therein, until the expiration of six years from 
the date of the last taxation year to which the records and books 
relate." 
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The policy of the CRA relating to the maintenance of books and records, and books of 
account, is based on several judicial determinations, which have held that: 

- it is the responsibility of the registered charity to prove that its charitable status 
should not be revoked ; 

- a registered charity must maintain, and made available to the CRA art the time 
of the audit, meaningful books and records, regardless of its size or resources. 
It is not sufficient to supply the required documentation and records 
subsequent thereto ; and 

- the failure to maintain proper books, records and records of account in 
accordance with the requirements of the fTA is itself sufficient reason to 
revoke an organization's charitable status 3 . 

It is our view the Organization has failed to maintain adequate books and records to 
support that it devoted all of its resources to its charitable programs. Some: examples of 
inadequate books and records are as follows: 

- The ski trip to Montana lacks all documentation showing who was included on 
the trip and how the trip was a charitable activity; 

-The Organization's records show that four vehicles were used; however, 
mileage logs are not on file for any of the vehicles; 

- The books and records fail to show who has use of the vehicles; 

- The records include meals receipts and a few entertainment receipts; without 
exception, the receipts lack descriptions of who was entertained and for what 
purpose the meal and/or entertainment was purchased; 

- The books and records fail to show what charitable activities took place at the 
lakefront property, and who attended those activities; and, 

- The books and records fail to demonstrate how or when the boat is used in 
charitable activities. 

The internal accounting controls are very poor: One director has the full responsibility 
for recording revenue and expenses. He also has full control over the banking 
transactions and the issuance of official donation receipts. 

Under the Act, failure to comply with subsection 230(2} (keeping proper books and 
records) may result in the suspension of a registered charity's tax receipting privileges 
or revocation of its charitable status. It is our view that there appears to be sufficient 



- The Canadian Committee for the Tel Aviv Foundation vs. Her Majesty the Queen 2002 FC 

(FCA); international Charity Association Network vs. Her Majesty the Queen, 2008 TCC 3 ' 
Canada f^fS) PCA 397 3 ' L ° rd ' S EvangeIicaI Church of Deliverance and Prayer of Toronto v. 
Revenue^ ^004*FCA1 0?^ ^ M ° ntreal 0ir Hachaim DTash v - Canada, Minister of the Customs and 
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grounds for revocation of the Organization's registered status and as such, suspension 
of the Organization's receipting privileges wif! not be applied at this time. 

Under paragraph 1.68(1 )(e) of the Act, the Minister may, by registered mail, give notice 
to the charity that he proposes to revoke its registration because it fails to comply with 
or contravenes section 230 of the Act dealing with books and records. For this reason 
there are grounds for revocation of the charitable status of Gospel Outreach under 
parag raph " 1 68( 1 ){e) of the Act: 

4. Failure to Meet the Disbursement Quota 

In order to maintain its status as a charitable organization within the meaning of 
paragraph 149.1 (2)(b) of the Act, a registered charity must, in any taxation year, expend 
amounts that are equal to at least 80% of the aggregate amounts for which it issued 
donation receipts in its immediately preceding taxation year A charity is allowed by 
virtue of 149.1(20) of the Act to offset any shortfalls in its disbursement quota by 
applying any excesses in its disbursement quota from its immediately preceding 
taxation year and five years or less of its immediate subsequent taxation years. 

in considering the application of expenditures used to meet the disbursement quota, a 
charity must ensure that it is expensed directly on charitable activities and/or programs. 
This would include such payments as salaries to persons performing duties directly 
related to a charitable program, but would not include amounts paid for purely 
administrative expenses such as fundraising costs, legai or accounting fees. 

Based on the T3010 returns filed by the Organization it has met its disbursement quota 
in each year since 2007. The total expenditures in 2009, as reported, were $124,698. 
We have determined that $76,043.75 were personal expenditures, as seen in the 



Description 


Value 


Personal benefits to one director (see section 1) 


$51,211.16 


Personal benefits to other individuals (see section 1) 


739.70 


Benefit to directors family (i.e. Yukon) (see section 1) 


6,092.89 


Safeway gift card included in benefit to director 


400.00 


Other Safeway gift cards (see section 2) 


18,000.00 


Total non-charitabfe and/or personal expenditures 


$76,043,75 



In 2010, the total expenditures, as reported, were $95,935; in 2011, the total 
expenditures, as reported, were $94,705. Those years have not been audited as yet 
The 2009 expenditures were higher than normal because of the purchase of the 2004 
Honda Pilot 

When we re-calculate the disbursement quota using only expenditures on charitable 
activities, the Organization failed to meet its disbursement quota in 2009. We have 
calculated the Organization's disbursement quota shortfall for 2009 to be $20,130.55. 
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Basedon the T3O10 returns filed by the Organization, it has met its disbursement quota 
in each year since 2007. As a result of the audit, we determined that many of the 
expenditures that were listed as charitable expenditures on the T3010 were in fact 
personal expenditures. It has come to our attention that this was also the case going 
back as far as 2004. When we re-calculate the disbursement quota using only 
expenditures on charitable activities, the Organization has failed to meet its 
disbursement quota in every year since 2005. 

As per paragraph 168<1)(b) of the Act, the Minister may, by registered mail, give notice 
to the chanty that the Minister proposes to revoke its registration because it ceases to 
comply with the requirements of the Act reJated to its registration as such. For .this 
reason, it appears to us that there are grounds for revocation of the charitable status of 
Gospel Outreach. 

5. Issuing Receipts Not in Accordance with the Act 

The; law provides various requirements with respect to the issuing of official donation 
receipts by registered charities. These requirements are contained in Regulations 3500 
and 3501 of the Act and are described in some detail in interpretation Bulletin IT-110R3 
Gifts and Officiaf Donation Receipts. 

We noted the following concerns regarding the official donation receipts: 

a) The Organization's registration number was recorded as RP0001 instead 

ofRR0001; 

b) The place or locality from which the . receipt was issued was not included" 

and,' 

c) The date(s) and/or year in which the donation was received were not 

indicated on the receipt.. 

Under paragraph 168(1)(d) of the Act, the Minister may, by registered mail, give notice 
to the registered charity that the Minister proposes to revoke its registration if it issues a 
receipt otherwise than in accordance with the Act and the Regulations. It is the CRA's 
position that the Organization breached Regulation 3501. For these reasons alone there 
are grounds for revocation of the charitable status of Gospel Outreach under paragraph 
1 68(1 )(d) of the Act ^ p , 

The Organization's Options : 

a) No Response 

You may choose not to respond. In that case, the Director General of the 
Chanties Directorate may give notice of its intention to revoke the registration 
of the Organization by issuing a Notice of Intention in the manner described in 
subsection 168(1) of the Act. 
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fa) Response 

Should you choose to respond, please provide your written representations 
and any additional information regarding the findings outlined above within 
30 days from the date of this letter. After considering the representations 
submitted by the Organization, the Director General of the Charities 
Directorate will decide on the appropriate course of action, which may 
include: 

• no compliance action necessary; 

• the issuance of an educational letter; 

• resolving these issues through the implementation of a Compliance 
Agreement; or 

• giving notice of its intention to revoke the registration of the 
Organization by issuing a Notice of Intention in the manner described 
in subsection 168(1) of the Act. 

If you appoint a third party to represent you in this matter, please send us a written 
authorization naming the individual and explicitly authorizing that individual to discuss 
your file with us. 

If you have any questions or require further information or clarification, please do not 
hesitate to contact the undersigned at the numbers indicated below. 



Yours sincerely, 




Audit Division 
Edmonton Tax Services Office 



Telephone: 
Toll Free: 
Facsimile: 




Address: 9700 Jasper Ave 

Edmonton, AB T5J 4C8 



Cc: Mr. Paul Jenkins, Director 




Ms. Sharon McLeNan, Director 



ITR APPENDIX A 

Section 149.1 Qualified Donees 

149.1 (2) Revocation of registration of charitable organization 

The Minister may, in the manner described in section 168, revoke the registration of a 
charitable organization for any reason described in subsection 168(1) or where the 
organization v * UiC 

(a) carries on a business that is not a related business of that charity- or 

<b) tails to expend in any taxation year, on charitable activities carried on by it and bv 

way of gifts made by it to qualified donees, amounts the total of which is at feast 

equal to the organization's disbursement quota for that year. 

1 49.1 (3) Revocation of registration of public foundation 

The Minister may in the manner described in section 1 68, revoke the registration of a 
pubhc foundation for any reason described in subsection 168(1) or where the foundation 
a carries on a business that is not a related business of that charity TOUnaaT,on 

wT ? e ^ end l n T y matlon y6ar ' on ***able activities carried on by it and by 

™£ft?2? T t * y rt ?° qUaNfi€d donees ' amounts the totai of which » * least 
equai to the foundation's disbursement quota for that year 

c since June 1 , 1950, acquired control of any corporation- ' 
■ S in^ 6 \ 19501 inCU ^ red debts ' oth6r than debts cu ^nt operating expenses 

tn^Z inThf iP ™ th the Purchase and saie of investments andS ' 

incurred in the course of administering charitable activities* or 

^Sift^ 24 -T th preCedinS the da V ™ whi <* is given to 
the foundation by the minister pursuant to subsection 168(1) and at a time when the 

such that the Minister was entitled, pursuant to subsection (4), to revoke its 
registration as a pnvate foundation. 

Rev °cat<on of registration of private foundation 
S2S2 Er « Mw * M0 *f d in s ^ revoke the registration of a 
Ka«on reaS ° n descnbed in subsection 168(1 ) or where the 

(a) carries on any business; 

(b) fails to expend in any taxation year, on charitable activities carried on by it and bv 

«L° ffiTf* h ^ " !° Tf ied d0n66S ' amounts the tote) of whichl at least 
equaf to the foundation's disbursement quota for that year 

(c) has, m respect of a class of shares of the capital stock of a corporation a divestment 
obligation percentage at the end of any taxation year" awestment 

(d) since June 1 1950, incurred debts, other than debts for current operatinq expenses 

incurred in the course of administering charitable activities. 
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149.1(4.1} Revocation of registration of registered chanty 

The Minister may, in the manner described in section 1 68, revoke the registration 

(a) of a registered charity, if it has entered into a transaction (including a gift to another 
registered charity) and it may reasonably be considered that a purpose of the 
transaction was to avoid or unduly delay the expenditure of amounts on charitable 
activities; 

(b) of a registered charity, if it may reasonably be considered that a purpose of entering 
into a transaction (including the acceptance of a gift) with another registered charity 
to which paragraph (a) applies was to assist the other registered charity in avoiding 
or unduly delaying the expenditure of amounts on charitable activities; 

(c) of a registered charity, if a false statement, within the meaning assigned by 
subsection 163.2(1), was made in circumstances amounting to culpable conduct 
within the meaning assigned by that subsection, in the furnishing of information for 
the purpose of obtaining registration of the charity; 

(d) of a registered charity, if it has in a taxation year received a gift of property (other 
than a designated gift) from another registered charity with which it does not deal at 
arm's length and it has expended, before the end of the next taxation year in 
addition to its disbursement quota for each of those taxation years, an amount that is 
less than the fair market value of the property, on charitable activities carried on by it 
or by way of gifts made to qualified donees with which it deals at arm's length- and 

(e) of a registered charity, if an ineligible individual is a director, trustee, officer or like 
official of the charity, or controls or manages the charity, directly or indirectly in anv 
manner whatever. 

Section 168: 

Revocation of Registration of Certain Organizations and Associations 
168(1) Notice of intention to revoke registration 

Where a registered charity or a registered Canadian amateur atretic association 

(a) applies to the Minister in writing for revocation of its registration , 

(b) ceases to comply with the requirements of this Act for its registration as such 

(c) fads to file an information return as and when required under this Act or a regulation 

(d) issues a receipt for a gift or donation otherwise than in accordance with this Act and 
the regulations or that contains false information, 

(e) fails to comply with or contravenes any of sections 230 to 231 .5, or 

(f) in the case of a registered Canadian amateur athletic association, accepts a gift or 
donation the granting of which was expressly or impliedly conditional on the 
association making a gift or donation to another person, club, society or association 

the Minister may, by registered mail, give notice to the registered charity or registered ' 
Canadian amateur athletic association that the Minister proposes to revoke its 
registration. 
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168(2) Revocation of Registration 

Where the Minister gives notice under subsection (1) to a registered charity or to a 
registered Canadian amateur athletic association, 

(a) if the charity or association has applied to theMinister in writing for the revocation of 
rts registration, the Minister shall, forthwith after the mailing of the notice, publish a 
copy of the notice in the Canada Gazette, and .Parana 

(b) - in any otter case, the Minister may, after the expiration of 30 days from the day of 
Zl S !I £ S or mer * e ex P ira *on of such extended period from the day of 
ma, i ng of the notice as the Federal Court of Appeal or a judge of that Court on 

subSn ^^ ny f !! me b6f0re f !!! 6 detemination »f any appeal pursua'ntto 

Zi££ SUSS " a of me nofice - the re9istration of ^ chari * or 

168(4) Objection to proposal or designation 

wa^3ed a s;™e^u the t day 90 dayS ^ *» on whien *he notice . 
bSS3^^^^™^ 8 Wr ' t ^ en of ob ' ection in * e manner authorized 
Dy me iwinister, setting out the reasons for the objection and all the relevant facts and 

W ^2a D T^ SUbSeCH r 165(1) ' and < 3 fo W and sevens M 16 J £f 
aScfofas^Sm'^ T th3t tte circumsta nces as if the notice were 

a notice or assessment made u nder section 1 52 if 

SSteStrl 8 P h erS ° n w iS ° r Was IB 8 tata *' as a Mistered charty or is an 
■l^to^ (SSKSg* t0 3 ^ Und6r any o^ubslc«ons(1)and 

(l>) a]f!feti^ li^ erSOn * h3t iS °' W3S registered as a re 9 fetered Canadian amateur 
Sf«* «• 18 « applicant for such registration, it objects to a notice 
under any of subsections (1) and 149.1(4.2) and (22)- or 

deSton^MiuS d *' Crib ^ in any of ""Wtaphs (a)(i) to (v) of the 
fto^J^&ZT* subsection 1 ^-1(1), that is or was registered by the 
S ? 9 qUal '! ed d0nee or is an a PPl'«>nt for such registration it objects toa 
notice under any of subsections (1) and 149.1(4.3) and (22). 

ESKisT ™ 10 r69,Ster ' reVOCati0n ° f Ration, stc. 

(a) confirms a proposal or decision in respect of which a notice was issued under a ™ n f 
subsectons 149.1(4.2) and (22) and 168(1) by the Minister, T a person S s 7 
aZr^tT a V ^ iSfered Canadian amateur athletic association or is an 
doeSc^rf or^ fl r fS istered Cafla dian amateur athletic association, or 
does not confirm or vacate that proposal or decision within 90 days after service of a 
or SS 1 under subsection 168(4) in *A tffl*?r^ 

(a '«S?^A P[°P?sal, decision or designation in respect of which a notice was 

£2^£S* £££ a *- person or w * re9istered as a re 9 fetered chari * " 

?4?l^r?^i^T^ n re 9' stered Parity, under any of subsections 
149.1(2) to (4.1), (6.3), (22) and (23) and 168(1), or does not confirm or vacate that 
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proposal, decision or designation within 90 days after service of a notice of objection 
by the person under subsection 168(4) in respect of that proposal, decision or 
designation, 

(a.2) confirms a proposal or decision in respect of which a notice was issued under any 
of subsections 149.1(4.3), (22) and 168(1) by the Minister, to a person that is a 
person described in any of subparagraphs (a)(i> to (v) of the definition "qualified 
donee" in subsection 149.1 (1) that is or was registered by the Minister as a qualified 
donee or is an applicant for such registration or does not confirm or vacate that 
proposal or decision within 90 days after service of a notice of objection by the 
person under subsection 168(4) in respect of that proposal or decision, 

(b) refuses to accept for registration for the purposes of this Act any retirement savings 
plan, 

(c) refuses to accept for registration for the purposes of this Act any profit sharing plan 
or revokes the registration of such a plan, 

(e) refuses to accept for registration for the purposes of this Act an education savings 
plan, 

(e.1) sends notice under subsection 146.1(12.1) to a promoter that the Minister 
proposes to revoke the registration of an education savings plan, 

(f) refuses to register for the purposes of this Act any pension plan or gives notice Under 
subsection 147.1(1 1) to the administrator of a registered pension pian that the 
Minister proposes to revoke its registration, 

(f.1) refuses to accept an amendment to a registered pension plan, or 

(g) refuses to accept for registration for the purposes of this Act any retirement income 
fund, 

the person in a case described in paragraph (a), <a.1) or (a.2), the applicant in a case 
described m paragraph (b), (e) or (g), a trustee under the plan or an employer of 
employees who are beneficiaries under the plan, in a case described in paragraph (c) 
the promoter in a case described in paragraph (e.1), or the administrator of the plan or 
an employer who participates in the plan, in a case described in paragraph (f) or (f.1) 
may appeal from the Minister's decision, or from the giving of the notice by the Minister 
to the Federal Court of Appeal. 

180(1) Appeals to Federal Court of Appeal 

An appeal to the Federal Court of Appeal pursuant to subsection 1 72(3) may be 
instituted by filing a notice of appeal in the Court within 30 days from 
(a) the day on which the Minister notifies a person under subsection 165(3) of the 
Minister's action in respect of a notice of objection filed under subsection 168(4), 

(c) the mailing of notice to the administrator of the registered pension plan under 
subsection 147.1(11), 

(c.1 ) the sending of a notice to a promoter of a registered education savinqs plan under 
subsection 146.1(12.1), or 

(d) the time the decision of the Minister to refuse the application for acceptance of the 
amendment to the registered pension plan was mailed, or otherwise communicated 
in writing, by the Minister to any person, 

as the case may be, or within such further time as the Court of Appeal or a judge 
thereof may t either before or after the expiration of those 30 days, fix or allow. 
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188(1.2) Winding-up period 

In this Part, the winding-up period of a charity is the period, that begins immediately 
after the day on which the Minister issues a notice of intention to revoke the registration 
of a taxpayer as a registered charity under any of subsections 149.1(2) to (4.1) and 
168(1) (or, if earlier, immediately after the day on which it is determined, under 
subsection 7(1) of the Charities Registration (Security information) Act, that a certificate 
served in respect of the charity under subsection 5(1 ) of that Act is reasonable on the 
basis of information and evidence available), and that ends on the day that is the latest 
of 

(a) the day, if any, on which the charity files a return under subsection 1 89(6. 1 ) for the 
taxation year deemed by subsection (1) to have ended, but hot later than the day on 
which the charity is required to file that return, 

(b) the day on which the Minister iast issues a notice of assessment of tax payable under 
subsection (1.1) for that taxation year by the charity, and 

(c) if the charity has filed a notice of objection of appeal in respect of that assessment, 
the day on which the Minister may take a collection action under section 225!1 in 
respect of that tax payable. 

188(1.3) Eligible donee 

In this Part, an eligible donee in respect of a particular charity is a registered charity 

(a) of which more than 50% of the members of the board of directors or trustees of the 
registered charity deai at ami's length with each member of the board of directors or 
trustees of the particular charity; 

(b) that is not the subject of a suspension under subsection 1 88.2(1); 

(c) that has no unpaid liabilities under this Act or under the Excise Tax Act; 

(d) that has filed all information returns required by subsection 149. 1 (14); and 

(e) that is not the subject of a certificate under subsection 5(1) of the Charities 
Registration (Security Information) Act or, if it is the subject of such a certificate, the 
certificate has been determined under subsection 7(1) of that Act not to be 
reasonable. 

188(2) Shared liability — revocation tax 

A person who, after the time that is 120 days before the end of the taxation year of a 
chanty that is deemed by subsection (1) to have ended, receives property from the 
chanty, is jointly and severally, or solidarity, liable with the charity for the tax payable 
under subsection (1 . 1 ) by the charity for that taxation year for an amount not exceeding 
the total of all appropriations, each of which is the amount by which the fair market 
value of such a property at the time it was so received by the person exceeds the 
consideration given by the person in respect Of the property: 
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188(2.1) Non-application of revocation tax 

Subsections (1) and (11) do not apply to a charity in respect of a notice of intention to 
T»n*J* We £ un ? er /ny of subsections 149.1(2) to (4.1) and 168(1) if the Minister 
abandons the intention and so notifies the chanty or if 

(a) vAjithin the one-year period that begins immediately after the taxation year of the 
chanty otherwise deemed by subsection (1) to have ended, the Minister has 
registered the chanty as a charitable organization, private foundation or public 
Toundation; and 

(b) the charity has, before the time that the Minister has so registered the charity 
K«, am t K UntS ' ! ach ° f Which is an amount for the charity is liable under this 
tSi KestTnd ai)) ° f the EXCiS6 TaX Act in reSpeC " ^ of taxes ' P e "^ 

(ii) filed all information returns required by or under this Act to be filed on or before that 

188(3) Transfer of property tax 

Where, as a result of a transaction or series of transactions, property owned by a 

Sw^tT* m f 1 iS 3 Cf ; ar i table f0Undati0n and ^ving a net Jalue SSSLi 
f^rtl ^ 3361 a i?° unt of ^ Writable foundation immediately before the 
oTSon°^ ° f r ansac « ons ' as *• case may be, is transferred before the end 
maVr^abl h™^° r ta ° ne or more charftable conizations and it 

^uSnffi^T^^ * hat th f ™ yn pUrpose of tne is to effect a 

uSh?. plrf - t Ure6ment qUOta of the founaa fen, the foundation shall pay a tax 
proS aSrmLdt^thT' ^ f m ° Unt by * hich 25% 0f the 061 that 
wffiS™hlP ?J£ 0, t Sf f exceed&the total °f all amounts each of 
S^iSn il er ** subsechon for a Preceding taxation year in respect of 

tne transaction or series of transactions. 

188(3,1) Non-application of subsection (3) 

fl* S 5jlies <3) ^ " 0t 3PPly t0 3 tranSfer tha ' is a 9ift t0 which 1 88.1(11) or 

188(4) Transfer of property tax 

WedTn^T^ 6 ^ 10 3 ° haritable or 9 a "^«°n in circumstances 

described in subsection (3) and it may reasonably be considered that the organization 

H^ d ^ COn ? ft W f !■ Charitable for the purpose of reducinTthe 

not ex^Snn thl n^, ^ ' mp ??^ ° n the foundati °" by that subsection in an amount 

not exceeding the net value of the property. 
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188(5) Definitions 

!n this section, 

"net asset amount" of a charitable foundation at any time means the amount determined 
by the formula 

A-B 

where 

A is the fair market value at that time of alf the property owned by the foundation at that 
time, and 

B is the total of all amounts each of which is the amount of a debt owinq bv or anv other 
obligation of the foundation at that time; 

"net value" of property owned by a charitable foundation, as of the day of its transfer 
means the amount determined by the formula 
A-B 

Where 

A ts the fair market value of the property on that day, and 

B is the amount of any consideration given to the foundation for the transfer. 

1 89(6) Taxpayer to file rstiirn and pay tax 

Every taxpayer who is liable to pay tax under this Part (except a charity that is liable to 
P S y t I f u under section 1 88 H)) for a taxation year shall, on or before the day on or before 
which the taxpayer is, or would be if tax were payable by the taxpayer under Part f for 
the year, required to file a return of income or an information return under Part I for the 
year, . 

(a) file with the Minister a return for the year in prescribed form and containing 
prescribed information, without notice or demand therefor 

(b) estimate in the return the amount of tax payable by the taxpayer under this Part for 
the year; and 

(c) pay to the Receiver General the amount of tax payable by the taxpayer under this 
Part for the year. 

1 89(6.1) Revoked charity to file returns 

Every taxpayer who is liable to pay tax under subsection 1S8{1,1) for a taxation year 

shall, on or before the day that is one year from the end of the taxation year and 
without notice or demand, ' 

(a) file with the Minister 

(i) a return for the taxation year, in prescribed form and containing prescribed 
information, and 

(ii) both an information return and a public information return for the taxation year 
each in the form prescribed for the purpose of subsection 149 1(14) and ' 

(b) estimate in the return referred to in subparagraph (a)(i) the amount of tax payable by 
the taxpayer under subsection 188(1.1) for the taxation year and 

(c) pay to the Receiver General the amount of tax payable by the taxpayer under 
subsection 188(1.1) for the taxation year. 
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189 (6.2) Reduction of revocation tax liability 

teSoTjelTnf?^™ 9 * he ° rte " year ^ be 9 innin 9 ^mediately after the end of a 

SKutaffi W^ST?? *• 1 PerS ° n in reSp6Ct 0f the per * on ' s liabi,it y tote 
Sy Sf * ( ' ° that taxation year, has not after that period reassessed 

(a) the amount, if any, by which 

(i) the total of all amounts, each of which is an expenditure made bv the charitv on 

££££ aCb y5 i6S ° n by *■ before *e particular «me and during The 'period 
referred to in this subsection as the "post-assessment period") that beains 



exceeds 



w£SFt^£?* P^^^ent period, including gifts received 

Zmo^^L efL^ i JlT any source and anv mco ^ that would be 
im oii^ ? f sect,on 3 rf that P eriod a taxation year and ' 

t^ZsSZl^ a l " m6 f and durina the Post-assessment period to a person 
£ f ? me of the transfer an e,i 9 ible donee in respect of the charitv eouai 

fran^ Unt ' ^ 3 7^ y WhiCh ,he feir ma * et valu * the pmperTwSi Q 
transferred, exceeds the consideration given by the person for thefrSr. 

189(6.3) Reduction of liability for penalties 

<R1 nrm th ^ i f section 188.1 for a taxation year, and that liability exceeds 

oX^ 

K^ar* 11,6 fair market vaiue ° f ^ • 

S !5e olrTonS^^ by the 0thSr Pers0n for ■»» transfer . 

1 "* "^P 601 rf the ^nsfer that has resulted in a reduction of an 

amount otherwise payable under subsection 188(1 .1). ^auction of an 

189 (7) Minister may assess 

SZS^ amat6Ur athletic assod ation, the Minister ma? also at 
unde 4 Part ° f 3 " y 3rn0Unt that a ta *P a V er * liable to pay 
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